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SYSTEM AND METHOD FOR EVALUATING PREFERRED RISK DEFINITIONS 

ABSTRACT OF THE DISCLOSURE 

5 

A method of characterizing relative risks associated with a plurality of 
financial products comprises the steps of identifying one or more risk classes associated 
with the products, determining for each risk class an expected occurrence rate, dividing 
the expected occurrence rates by an average rate to determine relative risk ratios, and 

10 comparing the relative risk ratios to characterize the relative risks associated with the 

products. In certain embodiments, one or more of the risk classes are associated with one 
or more criteria. The criteria may be modified and the method repeated to determine an 
impact of the modification on the relative risks associated with the products. The relative 
risk ratio may be used to redefine one or more of the risk classes. Certain embodiments 

15 may include the step of determining a separate relative risk ratio for subgroups of risks. 
Others may include the step of using the relative risk ratio to determine an impact on the 
risk class of including in that class one or more risks that do not meet one or more of the 
criteria associated with that class. 
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